Internal Deliberative 3-21-16

Talking Points for Existing Oil and Gas FIP Discussion
March 23, 2016
Meeting in SLC with Governor Herbert and Industry

Introductory remarks for Shaun:

¢ When produced safely and responsibly, our nation’s oil and gas resources offer important
economic, energy security, and environmental benefits.

e EPA's goal in developing a FIP for the Uintah and Ouray Reservation is to work with Utah,
the Tribe, BLM and other stakeholders so that we protect our air and communities while
allowing for continued oil and gas production.

e We understand that states, federal agencies, Tribes and industry have important and
complementary roles in understanding and addressing potential concerns with oil and gas
development.

o For example, many different companies and organizations, including states, across the
country have worked hard to develop a wide range of protective practices that address
activities related to oil and gas extraction.

e [Itis important for industry, Tribes, states, and us — working in collaboration — to
encourage practices protective of health and the environment and transparency in oil and gas
production.

o [ think we can all agree that working together on these efforts is vital if we are to minimize
potential risks and increase public confidence in responsible energy development.

o [ know that you are thinking hard about these kinds of issues and I encourage that kind of
discussion and dialogue to continue.

e We appreciate all of the input provided to date on the development of a reservation-specific
FIP to address the AQ issue here in the Uinta Basin and we are happy to listen to additional
input today.

e Additionally, we are working closely with the Office of Air and Radiation on responding to
the comments EPA received on the national oil and gas rules, so we are aware of those
comments.

¢ Our mission at EPA is to protect the public health and environment. Monitoring data in the
Basin has shown winter ozone values higher than Los Angeles has seen in recent years.
Based on preliminary 2016 data, there are four monitors in the Basin violating the new ozone
standard, with the highest value being 120 ppb based on an 8-hour average.

e About 92% of (non-biogenic) VOCs in the Uinta Basin are from oil & gas operations and
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80% of those VOCs are from sources in Indian country.

¢ Based on operator-submitted source registration data, more than 95% of sources in Indian
country within the Uinta Basin (about 5,000 existing minor oil and natural gas production
facilities in Indian country) are not currently regulated, nor will they be regulated by the
national oil and gas rules, which are for new sources. These minor sources emit 98% of the
VOCs on Indian country in the Basin and total about 63,000 tons per year (tpy).

e For these reasons, we believe it is vital to work together to reduce emissions from existing
minor oil and gas sources on Indian country in the Uinta Basin.

¢ Development of a Reservation-specific FIP will accomplish three important goals in the
Uinta Basin.

o First, the FIP would reduce VOC emissions from existing oil and gas sources. These
emissions can react in the air and form ozone.

o Second, a FIP would be consistent with Utah’s rules for existing oil and gas sources on
state land and create a level playing field for industry. It would also be consistent with
any requirements developed under EPA’s national oil and gas rules.

o Third, given the current compromised air quality in the Uinta Basin, having enforceable
restrictions in place to reduce emissions from existing sources will help industry
demonstrate that new proposed sources will not cause or contribute to exceedances of the
ozone standard, allowing us to continue to permit new sources of emissions within the
U&O Reservation.

ADDITONAL TALKING POINTS AS NEEDED:

Stakeholder Process:

e We appreciate all of the input provided to date on the development of a reservation-specific
FIP to address the AQ issue in the Uinta Basin and we are happy to listen to additional mput
today.

e EPA and the Ute Tribe co-hosted a meeting on April 14, 2015 with the oil and gas industry to
discuss getting emission reductions on existing and new sources on the Reservation. There

was an additional stakeholder meeting with industry in September 2015.

o Several companies have met with the EPA headquarters and regional office to discuss the
national oil and gas rules.

e Additionally, if EPA proposes a reservation-specific FIP there will be a public comment
process, so there will be further opportunity for input.

Air Quality:
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e Preliminary monitoring data for 2016 in the Uinta Basin is showing violations of the ozone
NAAQS.

e Four monitors currently have preliminary design values for 2014-2016 in violation of the
standard.

e During the February 2016 inversion, we saw 8 hour ozone values in the basin (120 ppb) that
were higher than any values recorded in Los Angeles in 2014 or 2015 (102 ppb, 107 ppb).

o National oil and gas rules will not specifically address air quality issues in the Basin, because
they do not address emissions from existing sources, but do give us the authority to develop
an area specific rule if needed.

U&O FIP Overview:
o EPA is considering a Reservation-specific FIP for the U&O reservation that would reduce
the VOC emissions from existing oil and gas sources.

e Purpose of the FIP is threefold:

o Address the degraded air quality in the Basin, and

o Level the playing field in the basin with Utah’s rules for existing oil and gas
sources on state land.

o We also expect that the FIP will allow for enforceable emission reductions from
existing sources to help industry demonstrate that new sources will not cause or
contribute to exceedances of the ozone standard, allowing us to continue to permit
new sources of emissions within the U&O Reservation

Questions:

With new methane announcement, why not wait on a reservation specific rule?
e Timing
o On 3/10/16 the administration announced its intention to begin the process to
develop regulations for methane. The first step is an Information Collection
Request (ICR), which will allow EPA to gather information on existing sources of
methane emissions, technologies to reduce those emissions and the costs of those
technologies in the production, gathering, processing, and transmission and
storage segments of the oil and gas sector. This 1s the first step in the process that
will take time and will include many opportunities for public input.
o Now that we understand air quality issues in the basin, we need to take action to
improve the air quality.
o The national oil and gas rules currently in-place and proposed will not address
existing air quality issues in the basin.
o Desire to get emission reductions in the basin as soon as possible and in advance
of designation process.
e New announcement focuses on methane, U&O FIP would focus on VOC
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With designations on the horizon, why not wait for that process?
e Reductions in advance of designations could help lower the non-attainment classification to
Marginal.

o Marginal has reduced CAA requirements compared to higher classifications, such
as Moderate.

o For a Marginal area, an attainment plan and modeling would not be required.

o A Marginal area would need to be back into attainment in three years (2020) or it
would be re-classified as a Moderate area.

o Implementing the FIP to get VOC reductions sooner rather than later will help to
make attainment by 2020 more likely, if the Uinta Basin is designated non-
attainment.

¢ Enforceable restrictions in place for existing sources will help industry demonstrate that
new proposed sources will not cause or contribute to exceedances of the ozone standard,
allowing us to continue to permit new sources of emissions within the U&O Reservation.

Why not wait for BLM “flaring & venting” rules?
¢ Timing — rule is currently in proposal stage.
e BLM rules only apply to federal, or tribal trust surface or minerals, results in patchwork
applicability in Indian county, portions within exterior boundary would not be included.
o EPA and BLM working closely together to ensure no contradictions in rules.
EPA and BLM rules will be non-duplicative.

Concerns regarding nonattainment gap in the national rules?
e  We are aware of the concern as discussed in the comments received on the national rules.
e  We are working closely with HQ to address this concern.

Will the national rules or the reservation-specific FIP allow for synthetic minors?
e  We arc aware of the concern as discussed in the comments received on the national rules.
e  We are working closely with HQ to address this concern.

Tribal Resolution concerns:

e  Continued development, no delays —a U&O FIP allows for this by providing enforceable
emission reductions from existing sources to help industry demonstrate that new sources
will not cause or contribute to exceedances of the ozone standard, allowing us to continue
to permit new sources of emissions within the U&O Reservation.

. Streamlined permitting approach — we welcome streamlining too, the national FIP does this
Cover transition from attainment/unclassifiable to nonattainment — aware of concern and
working closely with HQ to address.

. Consistent with surrounding jurisdictions —a U&O FIP is not inconsistent with UDAQ
requirements in basin.

e  Cover new sources and certain targeted existing sources directly contributing to AQ
degradation, low cost to operators — one goal of the U&O FIP is to create a level playing
field across the Uinta Basin and so a FIP would address existing sources in a similar
manner as UDAQ. FIP will not cover new sources, however, we could consider this in
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future actions.

e  Will the national FIP, cover synthetic minor sources, minor modifications at major sources
and modifications at synthetic minor sources - We are aware of the concern as discussed in
the comments received on the national rules. We are working closely with HQ to address
this concern.
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